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Recent Performance. San Jose is beginning to 
transition from recession into recovery. Industrial 
production levels are higher than they were during 
the trough reached in the middle of the year. Howev-
er, job losses continue, led by weaknesses in food and 
tech manufacturing and the continued contraction 
of residential and commercial construction. Tech 
�rms are o�setting some job losses with the contin-
ued hiring of computer systems design workers. 

�e housing market has registered some im-
provements—house prices have increased since the 
beginning of 2009, and sales levels are higher than 
a year earlier. However, weaknesses are still visible 
in the form of growing late-stage mortgage delin-
quencies and foreclosures.

Tech. Growth in SAJ’s sizable tech industry will 
spill over into other industries and help the metro 
area to enter into a recovery in 2010. Currently, tech 
companies in Silicon Valley are directly hiring work-
ers for new Internet-based platforms for corporate 
databases and consumer games. Tech companies are 
also increasing demand for temporary workers for 
both technical and administrative positions—a posi-
tive signal of future hiring intentions. 

Improvements in �nancial markets in 2010 will 
help SAJ tech industries grow, although in new di-
rections from the recent past. Venture capital in-
vestments in the metro area have increased since 
the second quarter of 2009 according to the PWC/
NVCA/MoneyTree Report. Recent investments 
have been geared towards renewable energy tech-
nologies and networking equipment and away 
from software design. 

O�ce space. SAJ’s o�ce markets will take lon-
ger to recover than its tech industries. Tech �rms 
were quick to jettison excess workers and o�ce 
space during the recession in order to maintain 
pro�tability. �e contraction of demand beginning 
in the �rst half of 2008 coincided with the comple-

tion of several new o�ce buildings. As a result, of-
�ce vacancies have soared to above 22%—the high-
est in the Bay Area.

�e initial recovery of o�ce-using employment 
in 2010 will help to slowly revive demand for con-
struction. While the oversupply of o�ce buildings 
will dampen interest in new construction in the near 
term, SAJ will avoid the large-scale loss of o�ce-us-
ing employment that it experienced at the end of the 
tech boom of the 1990s. �e most recent peak-to-
trough loss of o�ce-using employment is forecast to 
total 5% by Moody’s Economy.com—a �fth of the 
loss registered during the prior recession. 

Housing. �e housing market in SAJ will back-
pedal in 2010 from recent improvements. Contin-
ued job losses and the growing volume of late-stage 
mortgage delinquencies will increase the number of 
distress house sales in early 2010. As a result, house 
prices will fall by 20% from current levels by the 
middle of next year.  

Renewed house price depreciation in the near 
term will increase house sales. Rising prices slowed 
the rate of growth of house sales in the second half 
of 2009. �e near-term boost in housing a�ord-
ability will help previously discouraged homebuy-
ers, as will the recently extended and expanded fed-
eral tax credit for �rst-time buyers. 

San Jose’s economy will slowly begin to emerge 
from recession in 2010 before growing at a faster 
rate in 2011. Job losses will linger into the �rst 
half of 2010, as will new declines in house prices. 
Longer term, SAJ’s cluster of leading technology 
companies, its ability to create innovative new 
companies, and its highly educated population 
will remain major boosts for the metropolitan 
area. High costs will act as a drag on growth, 
keeping SAJ’s performance average at best.

Eduardo J. Martinez

December 2009
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SAJ’s internet-related �rms will be among the �rst companies to add 
workers during the initial stages of the recovery. Social network-
ing leader Facebook Inc. will triple its o�ce space within SAJ next 
year in order to accommodate its growing number of workers and 
new business ventures. Search engine leader Google Inc. is actively 
acquiring smaller tech companies in Silicon Valley in search of new 
internet-based data sharing technologies. �is growth will fuel the 
need for computer engineers and help to create a �oor for the cur-
rently depressed o�ce market. 

SAJ will avoid a repeat of the earlier outmigration that occurred 
at the end of the tech boom. �e housing-related makeup of the 
most recent recession is softening the demographic impact for SAJ. 
After reaching its peak in 2000, employment fell by 20% through 
2004. �e peak-to-trough drop through 2010 is forecast by Moody’s 
Economy.com to be only 6%. �e relative strength of tech compa-
nies in Silicon Valley and the absence of near-term job opportunities 
in hard-hit housing metro areas will act as a strong retention for 
skilled workers in SAJ. 
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